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1. PURPOSE AND SCOPE OF THE REPORT

This report is intended to satisfy the requirements of L.C. 8-1-2.5-9(b). The report outlines the
status of competition in the Indiana energy utility industries, both electric and gas. The report reviews the
activities of the energy industry in Indiana and provides an update of facts and developments since the
Indiana Utility Regulatory Commission’s 1999 Energy Report! It also examines competition initiatives
at the state and federal levels.

' Energy Report, Indiana Utility Regulatory Commission, September 1999
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2. EXCUTIVE SUMMARY

This Executive Summary will not attempt to discuss every item covered in the body of the 2000
Energy Report. Instead, the Executive Summary wilt highlight new or significant events detailed in the
report. The reader is encouraged to review the body of this report or the 1999 Energy Report for items of
interest not presented in the Executive Summary.

A. Summary of Year 2000 Computer Problems

As part of the state and national efforts to address the potential Y2K computer problem, on
November 12, 1998, the Indiana Utility Regulatory Commission initiated an investigation into the
problem as it related to Indiana utilities’ ability to deliver service to their customers. The investigation
included electric, gas, telecommunication and water/sewer utilities.

While the Commission was confident that the proactive efforts made any Y2K problems uvnlikely
to happen, we wanted to make sure that any problems that did occur could be quickly discovered and
contaiuicated. The JTURS s offices wero stalfed froa Decombor 371 thioagh the soraing of Joauary 1,
2000. Additionally, IURC staff, along with personnel from many other state and federal agencies, were on
duty in the State Emergency Management Agency operating room from about 6:00 PM on December 31,
1999 through about 3:00 PM on January 1, 2000.

No Y2K utility outages were encountered. The Commission would like to thank the utilities,
as well as all other participating local, state and federal- agencies, for their unprecedented

cooperation and efforts to make Y2K a “non-event.”

B. Cause No. 41363, IURC Investigation into FAC Proceedings

On January 20, 1999, the TURC issued an Order initiating a generic fuel adjustment cost charge
(“FAC™) investigation. The impetus for the investigation was the escalation in spot market purchase
power prices observed in June 1998. The purpose of the investigation was to determine whether existing
FAC procedures were sufficient to define the appropriate treatment of current wholesale purchase power
transactions. On August 18, 1999, the Commission issued an Order in the cause. The Commission found
that the costs of purchase power up to and including a certain level, known as a benchmark, would be fuel
costs included in purchased power and therefore recoverable through the FAC. Fuel adjustment
proceedings subsequent to the Commission's order became more litigious as parties disputed the meaning
of the benchmark.

On July 19, 2000, the Commission approved a settlement agreement regarding many of the
disputed issues concerning the benchmark and the costs of purchased power. The parties to the settlement
agreement included Indianapolis Power & Light, Southern Indiana Gas & Electric Company, Northern
Indiana Public Service Company and the Office of Utility Consumer Counselor (QUCC). Key
components of the settlement agreement include:
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* Full recovery (up to $77.50 per MWh) of economy purchase power costs through the FAC.

¢ Recovery through the FAC of 85% of the cost of power purchased to replace the power lost due
to a generating unit being forced out of service or the available output being decreased for
certain environmental reasons, up to a maximum of $700 per MWh.

¢ The OUCC agreed to withdraw its appeal of Order issued in Cause No. 41363.

¢ The settlement agreement provisions would apply to utility power purchases made for the
months of July, August and September 2000.

» The parties agreed to attempt to negotiate a comprehensive ongoing mechanism for the
recovery of purchase power costs.

C. PSI Energy Purchased Power Tracker

On May 28, 1999, PSI Energy filed a petition seeking approval of a purchased power tracker to
provide for recovery of certain wholesale power purchase costs. A “tracker” is a regulatory mechanism
that allows a utility to pass on to its retail customers, on a periodic basis, changes in the costs of specific
expenses outside the context of a general rate case.

PSI’s proposal sought approval to track the costs of certain pre-arranged power purchases made
to meet retail native load peak requirements for the months of June through September for 1999, 2000 and
2001.

On May 31, 2000, the Commission issued an interim Order. The Commission approved the
tracker, as proposed by PSI and modified with a mitigation credit recommended by the QUCC, only for
purchases made for the summer of 2000. The Commission expressed concems about the tracker and
wanted to gather experience before approving it for a longer period of time. The Commission instructed
PSI to file a petition and supporting testimony in asubdocket prior to approving a specific dollar amount
for the summer of 2000 power purchases. On June 15, 2000, PSI made such a filing. This case is still
pending.

D. Electric Industry Related Regional Developments

1. FERC Order 2000

On December 20, 1999, the Federal Energy Regulatory Commission (FERC) issued Order 2000
which encouraged all transmission owners to voluntarily join regional transmission organizations
(RTOs). It defined an RTO as “an entity that is independent from all generation and power marketing
interests and has exclusive responsibility for grid operations, short-term reliability, and transmission
service within a region.” The FERC decided the formation of appropriate RTOs was the best way to
improve both the operational and reliability management of the transmission grid and also eliminate the
ability of vertically integrated utilities to discriminate in the provision of transmission scrvices.

The order required all public utilities that own, operate or control interstate transmission facilities
to file with the FERC by October 15, 2000, a proposat for an RTO to be operational by December 15,
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2001. Alternatively, utilities can file a description of efforts to participate in an RTO, obstacles to
participation and any plans to work toward RTO participation. A public utility that is a member of an
existing transmission entity approved by FERC under principles established in Order No. 888, must make
a filing no later than January 15, 2001. The filing must explain how the existing transmission entity will
comply with the minimum characteristics and functions established in Order No. 2000.

The FERC also established a collaborative process to assist in the voluntary formation of RTOs.
The collaborative workshop for the Midwest region was held in Cincinnati on March 1-2, 2000. The
TURC, in conjunction with the Ohio and Michigan commissions, has sponsored meetings to continue the
collaborative process. These meetings have included the Indiana Office of the Utility Consumer
Counselor, other state commissions, consumer advocates from other affected states, representatives of the
Midwest ISO and the Alliance RTO, consumer groups and other interested parties. At the request of the
state commissions, the Federal Energy Regulatory Commission staff has been facilitating the discussions.

2. Midwest Independent System Operator (MISQ)

Lhe MLSU will have primary responsibility ior ensuring ine reliaple and economic operation o
the electric transmission system in vast portions of the Midwest once it becomes fully operational. The
MISO consists of a diverse group of large and small utilities that include investor-owned, rural electric
cooperative and municipally owned systems.

The Midwest ISO has taken several significant steps to extend its membership and geographic
scope in the last year. In November 1999, the MISO and the Mid-America Interconnected Network, Inc.
(MAIN) signed an agreement that gave the MISO certain operation responsibilities for the MAIN
transmission system. MAIN includes portions of Illinois, Michigan, Missouri and Wisconsin.

In December 1999, the MISO and the Mid-Continent Area Power Pool (MAPP) approved a
Memorandum of Understanding to pursue a combination of the two organizations. The MAPP is an
association of more than 90 electric utilities and other electric industry participants serving the following
states and Canadian provinces: Minnesota, lowa, Nebraska, North Dakota, and Manitoba and portions of
Missouri, Kansas, Wisconsin, Montana and South Dakota.

‘The MISO has begun construction of its $64 million headquarters and control center in the city of
Carmel!, Indiana. When fully operational the MISO wiil provide approximately 200 high-pay, high-tech
jobs to the area. The control center is scheduled to begin initial operations in June 2001 and to be fully
operational by the end of 2001.

3. The Alliance Regional Transmission Organization

On June 3, 1999, American Electric Power, Consumers Energy, Detroit Edison, First Energy and
Virginia Electric and Power (collectively the Alliance Companies) filed a request with the FERC to
approve the Alliance Regional Transmission Organization. On July 7, 1999, the TURC fileda protest and
a request to intervene at the FERC.
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On December 20, 1999, the FERC issued its Conditional Acceptance Order authorizing the
Alliance Companies to transfer ownership or functional control of their jurisdictional transmission
facilities to the Alliance RTO provided that reforms were made in the structure and function of the
organization and that certain elements of the proposal were explained and clarified.

On February 17, 2000, the Alliance Companies submitted its Compliance Filing to the FERC
responding to some of the requirements imposed in the Alliance order. On March 21, 2000, the [URC
filed with the FERC a Protest to the Compliance Filing.

On May 18, 2000, the FERC issued its order on the Alliance Companies Compliance Filing.
FERC found that the compliance filing did not fully satisfy the requirements of the Alliance Order.
Further filings were directed to satisfy these requirements, but the Alliance Companies were permitted to
move forward with their proposal.

In a June 13, 2000 letter to the FERC, the Alliance companies said they were in the process of
preparing another comoliance filing and planned to submit the comnleted filing aa sonn ag fengible

E. Electric and Gas Mergers in Indiana

1. AEP — CSW Merger

~ On May 31, 2000, the FERC issued a final order approving the American Electric Power and
Central and South West Corporation merger. On June 15, 2000, the merger was completed.

2. Indiana Energy. Inc. (IEI) — SIGCORP, Inc. Merger

On June 14, 1999, IEl and SIGCORP, Inc. announced an agreement to combine into a new
holding company called Vectren Corporation. The companies filed a Joint Petition with the IURC for
approval, to the extent required, of a proposed merger of equals on June 17, 1999, which is still pending
with evidentiary hearings scheduled for October 20 and 23, 2000. -

On August 13, 1999, Indiana Energy/SIGCORP filed an application for merger approval with the
Federal Energy Regulatory Commission, which approved the merger and formation of Vectren on

December 20, 1999,

3. NiSource — Columbia Energy Merger

On February 28, 2000, NiSource, the parent company of Northern Indiana Public Service
Company, announced its merger with Columbia Energy Group. To date the companies have received
approvals from all necessary regulatory agencies except the Securities and Exchange Commission. The
merger is expected to be completed by the end of 2000.
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4, IPALCO — AES Merger

On July 17, 2000, AES Corporation and IPALCO Enterprises announced an agreement whereby
AES would acquire IPALCO Enterprises, Inc. for $25.00 per share in a stock-for-stock transaction.

The proposed merger must be approved by IPALCO shareholders and several regulatory
agencies, including the Federal Energy Regulatory Commission and the Securities and Exchange
Commission. AES and IPALCO have yet to make any of the necessary regulatory filings, but the parties
anticipate receiving regulatory approvals and closing the transaction by early 2001.

F. Recent Increases in Indiana Gas Prices

Gas prices are projected to be higher for the upcoming heating season. According to the
American Gas Association (AGA), a number of factors are responsible for the increase in the cost of
natural gas. Because the previous two winters were mild and gas consumption was low, reduced demand
lowered prices. The average retail cost of gas fell 29 percent in 1998 from the previous year, which
vatsed gas caplorativu aild produciion companies w siop drilitng for a mine-montn period (August 1998
to April 1999). Prices for May 1999 rose, and new drilling and development resumed. Increases in
drilling indicators point to an expectation that domestic production capability will remain strong in the
foreseeable future and that price signals will encourage additional drilling.

Even with the increase in gas exploration and production, it still takes six to nine months before
gas begins to move in interstate commerce, and eighteen months for offshore rigs. Because of the time
lag between increased drilling, getting gas to market and a significant price response, it is unlikely that
price reductions from increased drilling will be reflected on customer bills this winter.

Another factor contributing to the high cost of natural gas is the increase in demand by all sectors
using gas. Ongoing economic growth continues to increase gas use by factories, other industrial
customers and cogenerators, which consume about 40 percent of natural gas in the United States. High oil
prices have prevented many factories and electricity gencrators from switching from natural gas to fuel
oil. Gas-fired electricity generation is a smalt but fast growing component of gas demand.

A key variable affecting residential gas bills is the weather. The previous two winters were mild,
and a return to normal weather would increase consumer heating bills even if gas prices were unchanged
from last year’s low levels. Significantly higher heating bills will result if projected increases in gas

commodity prices are combined with higher gas consumption due to a return to normal, but colder,
weather.



Page 8 IURC Energy Report to the Indiana General Assembly

G. Recent Developments in Natural Gas

1. Citizens Gas and Coke Alternative Regulatory Plan

Citizen’s Gas and Coke Utility (Citizen’s) filed a petition with the Commission on November 23,
1999, requesting authority to implement an alternative regulatory plan. Currently, the utility is actively
involved in settlement negotiations with the OUCC.

Citizen’s provides natural gas service to 255,549 residential, commercial and industrial customers

in and around Marion County, Indiana. Implementation of its proposal will prospectively result in all
customers being able to choose their gas supplier, with Citizens remaining one of the supplier choices.

2. FERC Order 637

. . . . N 2

FERC issued Order 637 on February 9, 2000, in response to its Notice of Proposed Rulemaking,
which sought comment on a variety of fundamental changes to current regulatory methods, and its Notice
of lnguicy, which guestivied wheihier changes i vusi-of-suivice (@ie wivaivdologics siioulG Lo

implemented.

The Order is designed to provide new economic opportunities and improve efficiencies within the
gas transportation marketplace, while simultaneously protecting captive customers from the exercise of
market power. The rule revises aspects of the current regulatory model without making fundamental
changes to it.

On May, 19, 2000, FERC issued Order 637-A, which responded to the requests for rehearing and
clarification that accompanied the issuance of Order 637. For the most part, FERC reaffirmed Order 637.
To the extent it granted clarifications or made changes, it focused on expanding the rights of shippers on
pipelines and reduced the ability of pipelines’ tariffs to define the service relationship with shippers.

FERC has scheduled several public staff conferences that will permit an industry-wide discussion
of issues affecting natural gas transportation policies and the role such natural gas transportation services

play in energy markets in general.

H. Reliability Concerns

t. IURC Investigation and Review of Electric-System Reliability

During the summer of 1999, throughout the Midwest, generation capacity was stretched to its
limits due to successive days of high temperatures and humidity. Following this event, the Commission

* Regulation of Short-Term Natural Gas Transportation Services, Notice of Proposed Rulemaking, Docket
No. RM 98-10-000, 63 FR 42982 (Aug. 11, 1998), FERC Stats. & Regs. Proposed Regulations (1988-1998) 32,533
(July 29, 1998).

3 Regulation of Interstate Natural Gas Transportation Services, Notice of Inquiry, Docket No. RM 98-12-
000, 63 FR 42973, TV FERC Stats. & Regs. Notices 35,533 (July 29, 1998).
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staff began an informal process to meet with each of Indiana’s electric utilities to discuss their
experiences during the heat wave. The Commission staff produced a report detailing the utilities’
experiences during the heat wave.’

In the spring of 2000, the IURC issued a survey to determine how the utilities were preparing for
the summer peaking season. These surveys were followed-up by a public meeting that allowed the
utilities to describe the preparations for summer 2000 directly to the commissioners and staff.

As a result of the information learned through TURC efforts plus other factors, such as recent
actions by the Environmental Protection Agency and federal courts and the construction of non-utility
owned generation facilities, the Commission initiated an investigation into all matters affecting the
adequacy and reliability of electric service to Indiana retail customers® The initiating order stated:

One goal of this proceeding is to better inform the Commission of the complex issues
associated with maintaining reliable electric service, but another is to increase the public
awareness of these complexities. The ultimate objective of this proceeding is to develop
policies and iniviatives to promote and maintain adequate and reliable electric service. It
is our hope that this proceeding will allow the parties to have interactive discussion that
will be one of the tools this Commission may use in the future as it evaluates the energy
needs of our State.

As part of the proceeding, the Commission scheduled seven workshops to address specific
reliability topics. The workshops are currently ongoing and should be complete by the end of 2000.

I. Merchant Power Plants

Since last year’s Energy Report, the [URC has received 13 new petitions relating to the siting and
construction of merchant plants.” Of those, the Commission has approved two, Whiting Clean Energy in
Whiting and DPL Energy in Wells County. Three petitioners, LS Power in Columbus, SIGECO in Mount
Vernon, and Duke DeSoto in Delaware County, withdrew their petitions and were dismissed this year.
Nine petitions are currently under review before the Commission, including eight new petitions and one
still pending from 1999,

Five petitions for peaking units and merchant plants were approved last year and all five are in
commercial operation. Currently, total merchant plant capacity operating in Indiana is approximately
1550 MW.

* This report can be found on the TURC website at www.al.org/iurc/energy/papers.html,
5 Cause No. 41736, issued May 10, 2000.
¢ Cause Nos. 41530, 41545, 41569, 41580, 41590, 41599, 41685, 41749, 41753, 41757, 41803, 41804,
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J. EPA Actions

For the past few years, The U.S. Environmental Protection Agency (EPA) has targeted electric
utility nitrogen oxide emissions as a way of reducing smog in the eastern half of the nation and in making
the air cleaner in general. In March of 2000, the EPA initiative known as the NOX SIP Call was largely
upheld in federal court. This initiative will require an 85% reduction of utility NOX emissions starting in
May of 2003. The cost for Indiana electric utilities is not known precisely, but will be in the hundreds of
millions of dollars.

Because of the relatively short amount of time available to install a large amount of retrofit
equipment, there is a concern about electricity reliability. Installing the pollution control equipment will
require large generating units to be shut down for more weeks than normal in the spring and fall. To the

extent it is available, new merchant plant capacity in the region will help to alleviate this potential
reliability risk.

3. Federal Lezislative Tndate

This year, over 20 restructuring bills were introduced in Congress, but only H.R. 2944 went so far
as to pass out of subcommittee. S. 2071, a strict reliability bill actually passed out of the Senate this
summer, but no further action has been taken by the House.

;
L.




IURC Energy Report to the Indiana General Assembly Page 11

3. MARY OF YEAR COMPUTER PROBLEMS

As part of the state and national efforts to address the potential Y2K computer problem, on
November 12, 1998, the Indiana Utility Regulatory Commission (IURC) initiated an investigation (Cause
No. 41327) into the problem as it related to Indiana utilities’ ability to deliver service to their customers.
The investigation included electric, gas, telecommunications and water/sewer utilities. It was the
Commission’s plan to undertake a dual role that would protect the public interest, while addressing the
needs of utilities as well through a collaborative process.

During the course of the investigation, the TURC issued and reviewed utility Y2K readiness
surveys (including contingency plans) to assess the utilities’ efforts and progress in addressing the Y2K
problem. The Commission also hosted two workshops to facilitate the exchange of information on Y2K
readiness.

While we believed that our efforts and the efforts of those we regulate made any Y2K problems
highly unlikely to happen, we wanted to make sure that any problems that did happen could be quickly
discovered and communicated. '{he IUKC's otfices were statfed from about 8:00 AM on December 31,
1999 to 6:00 AM on January 1, 2000. Additionally, IURC staff, along with staff from many other state
and federal agencies, were on duty in the SEMA (State Emergency Management Agency) operations
room from about 6:00 PM on December 31, 1999 to about 3:00 PM on January 1, 2000.

No Y2K utility outages or problems were encountered. There were a few "normal® electrical
outages reported during the period, but the outages reported were actually much less than historically
reported over the New Years' Holiday. The Commission would like to thank the utilities, as well as all
other participating local, state and federal agencies, for their unprecedented cooperation and
efforts to make Y2K a "non-event".
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4. INDIANA’S ENERGY M s

— Review of the Electricity Industry —

Industry Structure

Electric utilities in the United States are categorized by their type of ownership--government
(federal and municipal), cooperative and investor-owned. The utilities have the same goal, which is to
provide reliable electric service at reasonable cost to their customers, but distinct corporate structures
result in different methods employed by the utilities to meet this goal. Because of the differences in
utility structure, government policy does not affect each type of utility in the same manner.

Investor-Owned Utilities

The type of utility that is most significant in terms of generation and customers served is the
investor-owned (IOU). Five major investor-owned utilities operate within the state: Indianapolis Power
& Light (TPL), Indiana Michigan Power (I&M), Northern Indiana Public Service (NIPSCO), PSI Energy
(PST), and Southern Indiana Gas & Electric (SIGECO). 10OUs are for-profit enterprises funded by debt
and equity. 1GUs are judged Dy wie Same standards as ady pubiiciy heid company; investor services raic
their bond issues and make recommendations on stock purchases. Most IOUs are vertically integrated,
meaning they own facilities for generation, transmission and distribution.

All of Indiana's IOUs are owned by holding companies. Holding companies are entities that own
enough stock in another company to influence management of the held company. Two of the state's IOUs,
PSI Energy and Indiana Michigan Power, are subsidiaries of multi-state holding companies Cinergy and
American Electric Power, respectively). Multi-state holding companies are required under the Public
Utility Holding Company Act (PUHCA) to register with the Securities and Exchange Commission (SEC),
and the SEC monitors their actions to ensure compliance with PUHCA regulations.

Table | presents generation and sales information for Indiana’s five major I0Us. The “Sales for

Resale” illustrates that IOUs are typically able to generate enough power for their own requirements and
produce power for sale in the wholesale market.

Table 1: Investor-Owned Utility Statistics — 1999

UTiry | CAPACITY | TOTALSALES | SALESFOR | RESIDENTIAL COMMERCIAL | INDUSTRIAL
(MW) (GWh) RESALE (GWh) | SALES (GWh) | SALES(GWh) | SALES (GWh)
1&M 4,443 25,920 7,581 5,351 4,668 8,236
IPL 2,968 15,850 2,001 4,570 1,952 7,254
PSI 5,968 55,072 28,971 7,872 6,655 11,508
NIPSCO 3,392 18,215 2,587 2,997 3,294 9,198
SIGECO 1,236 6,941 1,830 1,372 1,304 2,416

Source: 1999 FERC Form ! and $999 Sharehelder Reports
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Municipal Utilities

There are 79 municipally owned electric utilities in Indiana. As of August 2000, twenty-eight
municipal utilities remain under TURC jurisdiction for rate regulation. Municipals are organized as
nonprofit local government agencies and pay no taxes or dividends, although revenue can be turned over
to the general city fund if the city elects to do so. Municipals raise capital through the issuance of tax-free
bonds.

Municipal utilities typically own very little, if any, generating capacity; they purchase electricity
from other sources and resell it to their retail customers. The reseller status limits a municipal's need to
raise large amounts of capital because it does not invest in capital-intensive generation. The advantages
of a municipal utility include the local government receiving revenue from earnings, and generally lower
electricity rates for the municipality due to the low capital investment and tax-exempt status.

Many municipals in the state are members of the Indiana Municipal Power Agency (IMPA).
IMPA was created by a group of municipalities in 1980 to jointly finance and operate generation and
Lratsmission iacHiiles and purciase power. UVIFA s a poliucal subdivision of the state under indiana
Code 8-1-2.2 and is not subject to state or federal income taxes.

IMPA owns generating facilities and has member-dedicated generation. It also holds ownership
interest in two units, Gibson 5 (co-owned with PSI and Wabash Valley Power Association) and Trimble
County 1 (co-owned with Louisville Gas and Electric and the Illinois Municipal Electric Agency). It
meets the rest of its members' needs through purchased power.

Cooperatives

Another type of nonprofit electric utility is the cooperative. Forty-three distribution co-ops exist
in Indiana. As of August 2000, seven electric utility cooperatives remain under Commission jurisdiction
for rate regulation. Co-ops were originally formed as a result of the Rural Electrification Act of 1936 to
bring electric service to rural areas. Co-ops were usually formed by farmers to build lines and then,
similar to municipal utilities, purchase electricity from private companies at wholesale rather than owning
and operating generation facilities.

Although co-ops were created to distribute power, since the 1960s over 50 generating and
transmission (G & T) cooperatives have been formed nationally to supply power to distribution co-ops.
Within Indiana, there arc two G & T co-ops: Hooster Energy (HE) and Wabash Vailey Power Association
(WVPA). These G & T co-ops serve as coordinators of bulk power supplies and transmission services for
their members, as IMPA does for municipals.

Table 2 illustrates the proportion of power purchases to generation for IMPA and the generation
and transmission cooperatives, Hoosier Energy and Wabash Valley Power Association. The table
illustrates that Hoosier Energy owns a significant amount of generating capacity compared to Wabash
Valley.

R
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Table 2: IMPA/G&T Cooperative Statistics — 1999

UTILITY CAPACITY GENERATION PURCHASES SALES
(MW) (GWh) (GWh) (GWh)

TMPA 555 NA NA 4,510
Hoosier Energy 1,266 8,901 1,874 10,058
Wabash Valley 156 898 5,063 5,611

Source: 1999 Annual Reports.

“Losses” account for the difference between the sum of generation and purchases minus sales.

Indiana Electricity Prices

Table 3 presents a comparison of average electric utility revenue per kWh by state for 1999. It is
important to note Indiana's position near the bottom of the revenue per kWh rankings, indicating Indiana
is a low-cost state. The cheaper western states have the advantage of hydropower and abundant coal
reserves, as does Kentucky. Indiana's favorable ranking comes not only from its coal reserves, but also
from relatively little utility investment in expensive nuclear power. States shown in bold type, including
Indiana, have not restructured their electric utility industry at this point in time although most of these
states are closely monitoring the restructuring activities in other states.

For more detailed revenue, sales and market share information for Indiana utilities, please see

Appendix A.
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Table 3: Average Revenue, Cents Per kWh by Sector and State — 1999 (Ranked from Highest to Lowest)

State Residential | Commercial Industrial Other Total Average |
New Hampshire 13.9 11.4 9.3 13.1 11.9
Hawaii 13.2 12.1 9.1 1.9 11.2
Vermont 12.4 11.4 8.0 17.6 10.9
Maine 13.1 11.6 7.2 24.6 10.6
New York 13.1 10.7 4.6 B.4 10.1
Connecticut 11.4 9.6 7.3 11.1 9.9
New Jersey 11.1 9.8 7.8 17.4 9.9
Alaska 10.9 9.1 7.2 13.7 9.7
Rhode Island 10.9 9.2 7.3 12.4 9.6
Massachusetts 10.1 8.5 7.4 12.8 8.9
California 10.4 B.3 5.6 5.1 8.2
Michigan 8.5 7.8 5.0 10.5 7.1
Florida 8.0 6.5 4.8 6.7 7.0
New Mexico 8.7 7.8 4.3 6,1 6.7
Arizona 7.8 6.B 5.1 4.1 6.6
Delaware B.3 6.7 5.5 13.7 6.6
Pennsylvania 8.5 6.8 4.4 10.7 6.6
District of Columbia 7.0 6.5 4.1 6.7 5.5
Iliinois Bow LU il i 6.2 6.5
US AVERAGE 7.8 7.0 4.2 6.5 6.4
North Carolina 7.7 6.2 4.3 6.8 6.3
Maryland 7.5 5.9 3.9 9.4 6.2
South Dakota 7.0 6.4 4.4 4.6 6.2
Ohio 8.0 7.6 4.1 6.1 6.1
Colorado 7.3 5.5 4.3 7.7 5.9
Kanszas 7.2 6.1 4.4 9.8 5.9
virginia 7.0 5.5 3.8 5.1 5.8
Texas 7.1 6.8 4.0 6.6 5.8
Gaorgia ’ 6.8 6.8 3.7 9.2 5.7
Nevada T 7.3 6.7 ) 1.2 3.9 5.7
Minnesota 7.0 5.9 4.4 7.4 5.6
Montana 6.6 6.0 1.0 7.2 5.6
Miesissippi 6.4 6.3 4.0 7.9 5.5 |
North Dakota 5.0 5.8 4.2 2.3 5.5
Tennesses 6.3 6.5 i 4.5 8.1 5.5
Wisconsin 7.2 5.9 3.9 7.1 5.5
Towa - 1.6 6.0 3.5 6.0 5.4
South Carolina | 7.3 6.2 38 6.2 5.4
Arkansas o 6.9 5.5 3.9 6.0 5.3
Indiana ] 6.7 5.0 3.8 9.3 5.2
Louisiana - 6.5 6.3 3.8 5.8 5.2 |
Missouri T 6.1 5.2 3.7 5.8 5.2
Alabama ) 6.5 6.5 3.5 7.2 5.1
Wast Virginia o 6.1 5.6 3.8 8.7 5.1
Nebraska 5.6 5.1 3.5 6.6 4.9
Utah o Hi 6.4 5.4 33 4.3 4.9
Oklahoma 6.0 a.8 1.3 4.1 4.8
oregon 5.6 5.0 3.3 7.0 4.8
Wyoming 6.1 5.2 34 5.2 4.4
Washington 5.1 " 5.0 EX 3.7 4.4 i
‘Idahe 777753 as | 2. 4.8 4.1
Kentucky R 5.2 i T2.7 4.5 3.8

Source: U5, _ﬁl;;raném of IEncrEy', Energy Information Administration, Form FIA-826,

with State Distributions.” Thesc 1999 values arc preliminary.

“Monthly Electric Utility Sales and Revenue Report
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- Recent Developments in Electricity —

Cause No. 41363, IURC Investigation into FAC Proceedings

On January 20, 1999, the TURC issued an Order initiating a generic fuel adjustment cost charge
(FAC) investigation. Fuel costs include the costs of coal, natural gas, fuel oil, and uranium that power
plants use to produce electricity. Additionally, if an electric utility purchased power from another utility,
only a certain portion of the costs of that purchased power are considered to be fuel costs. The impetus for
the investigation was the escalation in spot market purchase power prices observed in June 1998. The
purpose of the generic investigation was to determine whether existing FAC procedures are sufficient to
define the appropriate treatments of current wholesale purchase power transactions.

On March 10, 1999, a docket entry was issued notifying participants that the following two
questions would be addressed in the proceeding;

1. Should the commission set a benchmark for the price of purchased power, which triggers a
requirement that the reasonableness of the purchase in excess of the benchmark be
specifically addressed i the pre-fited testimony supporting the FAC? 1¥ so, what should the
benchmark be? What should be included in the supporting pre-filed testimony?

2. Should the commission require codes of conduct for those generating utilities having
marketing affiliates?

On August 18, 1999, the Commission issued its order in Cause No. 41363. In that Order, the
Commission found that the record was insufficient to determine that there was a need for codes of
conduct and therefore did not order the codes of conduct established. It did find, however, that the costs
of purchase power up to and including a certain level, known as a benchmark, would be fuel costs
included in purchased power and therefore recoverable in the normal course of business through the FAC.
The benchmark was set to be the specific utility's highest on-system fuel cost and the information to
establish the benchmark had to be filed by each utility in the utility's next FAC application and updated
annually thereafter.

Fuel adjustment proceedings subsequent to the Commission's Order in Cause No. 41363 became
more litigious as the parties disputed many complex and detailed issues concerning the definition of the
benchmark. The FAC procedures are designed to be summary in nature and do not lend themselves well
to the resolution of complex disputed issues. The Office of Utility Consumer Counselor (OUCC)
appealed the Commission's Order to the Court of Appeals.

On July 10, 2000, in IPL's normal FAC case, Cause No. 3§703-FAC 48, a settlement agreement
regarding many of the disputed issues concerning the benchmark and the costs of purchased power was
submitted for Commission approval. The parties to the settlement agreement included IPL, Southern
Indiana Gas and Electric Company, Northern Indiana Public Service Company, and the Office of Utility
Consumer Counselor. Key components of the settlement agreement are as follows:
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¢ Full recovery (up to $77.50 per MWh) of economy (those made when it is cheaper to buy
power rather to generate internally) purchase power costs through the FAC.

* Recovery through the FAC of 85% of the cost of power purchased to replace the power lost due
to a generating unit being forced out of service or the available output being decreased for
certain environmental reasons, up to a maximum of $700 per MWh.

s The OUCC agreed to withdraw its appeal of the Commission's Order of Cause No. 41363.

» The settlement agreement would replace the Commission's Order in Cause No. 41363 for
power purchased in July, August, and September 2000.

e The parties agreed to attempt to negotiate a comprehensive ongoing mechanism for the
recovery of purchased power costs.

The Commission, in its July 19, 2000, Order in Cause No. 38703-FAC48, approved the
settlement agreement.

PST Energy Purchased Power Tracker

On May 28, 1999, PSI filed a petition, docketed as Cause No. 41448, seeking approval of a
purchased power tracker to provide for recovery of certain wholesale power purchase costs. A "tracker"
is a regulatory mechanism that allows a utility to pass on (track) 